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NOTICES 


DEPARTMENT  OF  THE  TREASURY 

Internal  Revenue  Service 

l  Cost  of  Living  Council  Ruling  1972-3] 

RESALE  OF  REPACKAGED  MATERIAL 
Cost  of  Living  Council  Ruling 

Facts.  Firm  is  in  the  business  of  buying 
junk  autos,  scrap  metal,  used  clothing, 
and  old  newspapers.  It  repackages  this 
material  and  sells  it  back  to  manufac¬ 
turing  plants  for  raw  material  for  their 
operations. 

Issue.  Should  this  material  be  exempt 
from  the  regulations  under  §  101.32(e) 
which  exempts  “damaged  products  and 
used  products  other  than  rebuilt 
products”? 

Ruling.  The  intention  of  the  Cost  of 
Living  Council  was  to  exempt  damaged 
or  used  products  which  were  to  be  used 
by  the  purchaser  for  their  originally  in¬ 
tended  purpose,  i.e.,  used  cars,  factory 
“seconds”,  goods  damaged  in  transit.  The 
reasoning  behind  this  was  the  difficulty 
of  ascertaining  the  value  of  goods  of  this 
nature. 

In  this  case,  the  damaged  or  used  prod¬ 
ucts  do  not  fulfill  the  intent  of  the  Cost 
of  Lining  Council.  The  products  are  actu¬ 
ally  raw  materials  in  the  hands  of  a  scrap 
dealer.  An  auto  is  no  longer  a  used  car, 
but  so  many  pounds  of  scrap  metal.  The 
value  of  the  metal  is  readily  ascertain¬ 
able — the  weight  rather  than  condition 
determines  value. 

Scraps,  secondary  materials,  or  re¬ 
packaged  units  of  used  products  are 
therefore  not  exempt  as  used  products 
since  they  are  not  within  the  definition 
of  used  products. 

This  ruling  has  been  approved  by  the 
General  Counsel  of  the  Price  Commis¬ 
sion. 

Dated:  January  14, 1972. 

K.  Martin  Worthy, 

Chief  Counsel, 
Internal  Revenue  Service. 

Approved:  January  14,  1972. 

Samuel  R.  Pierce,  Jr., 

General  Counsel, 

Department  of  the  Treasury. 

|FR  Doc.72-758  Filed  1-17-72;8:51  am] 

[Cost  of  Living  Council  Ruling  1972-4] 

RATES  FOR  OCEAN  SHIPPING 
Cost  of  Living  Council  Ruling 

Facts.  Company  A  is  a  U.S.  ocean  ship¬ 
ping  company  with  regular  routes  be¬ 
tween  the  United  States  and  Puerto 
Rico,  the  Virgin  Islands,  and  Portugal.  It 
has  proposed  rate  increases  on  all  its 
shipping  routes. 

Issue.  Are  Company  A’s  ocean  ship¬ 
ping  rates  subject  to  the  Economic 
Stabilization  Regulations? 

Ruling.  Company  A’s  rates  for  ocean 
shipping  between  the  United  States  and 
Puerto  Rico  and  between  the  United 
States  and  the  Virgin  Islands  are  sub¬ 


ject  to  the  Economic  Stabilization  Regu¬ 
lations;  its  rates  between  the  United 
States  and  Portugal  are  exempt.  Inter¬ 
national  ocean  shipping  rates  are  exempt 
from  the  regulations  under  §  101.32(d) 
(3) .  However,  ocean  shipping  between  the 
United  States  and  Puerto  Rico,  a  com¬ 
monwealth  in  union  with  the  United 
States,  and  between  the  United  States 
and  the  Virgin  Islands,  a  possession  of 
the  United  States,  is  not  international, 
since  the  goods  are  not  ultimately  trans¬ 
ported  between  locations  under  separate 
sovereign  jurisdictions.  Therefore,  rates 
for  shipping  over  these  routes  are  not  ex¬ 
empt  from  the  Economic  Stabilization 
Regulations. 

Shipping  between  the  United  States 
and  Portugal  is  clearly  international  and 
rates  for  such  shipping  are  therefore  ex¬ 
empt  under  §  101.32(d)(3). 

This  ruling  has  been  approved  by  the 
General  Counsel  of  the  Cost  of  Living 
Council. 

Dated:  January  12,  1972. 

K.  Martin  Worthy, 

Chief  Counsel, 
Internal  Revenue  Service. 

Approved:  January  12,  1972. 

Samuel  R.  Pierce,  Jr., 

General  Counsel, 

Department  of  the  Treasury. 

[FR  Doc.72-759  Filed  1-17-72;8:51  am] 

[Cost  of  Living  Council  Ruling  1972-5] 

SALE  OF  USED  PRODUCTS 

Cost  of  Living  Council  Ruling 

Facts.  Citizen  A  wishes  to  sell  a  tele¬ 
vision  set  he  purchased  from  a  retailer 
2  weeks  ago  and  used  in  his  home  but 
which  he  no  longer  needs  because  he 
just  received  a  better  model  as  a  gift. 

Issue.  Is  citizen  A’s  sale  of  this  televi¬ 
sion  set  exempt  from  the  controls  of 
the  economic  stabilization  programs? 

Ruling.  Yes.  Sales  of  used  products  are 
exempt  from  controls.  Economic  Stabili¬ 
zation  Regulations  §  101.32(e).  To  qual¬ 
ify  as  a  used  product,  the  product  must 
have  been  acquired  and  used  by  an  end 
user,  such  as  citizen  A.  Temporary  hold¬ 
ing  for  purposes  of  resale,  however,  does 
not  make  a  product  a  used  product,  un¬ 
less  it  is  used  for  demonstration  pur¬ 
poses,  such  as  a  demonstration  or  floor 
sample. 

This  ruling  supersedes  Price  Commis¬ 
sion  Ruling  1972-4. 

This  ruling  has  been  approved  by  the 
General  Counsel  of  the  Cost  of  Living 
Council. 

Dated:  January  14,  1972. 

K.  Martin  Worthy, 

Chief  Counsel, 
Internal  Revenue  Service. 

Approved:  January  14,  1972. 

Samuel  R.  Pierce,  Jr., 

General  Counsel, 

Department  of  the  Treasury. 

[FR  Doc.72-760  Filed  1-17-72;8:51  am] 


[Price  Commission  Ruling  1972-6] 

INSPECTION  FEES  AND  INITIAL 
PERCENTAGE  MARKUP 

Price  Commission  Ruling 

Facts.  Retailer  R  is  a  seller  of  petro¬ 
leum  products  in  State  X.  State  X  has 
recently  imposed  an  “Inspection  Fee’’ 
on  petroleum  products  sold  by  Retailer 
R.  Under  the  State  law  Retailer  R  must 
notify  the  State  when  such  products 
are  received  so  that  they  may  be  in¬ 
spected  prior  to  sale.  The  Act  provides 
that  it  is  the  duty  of  the  person  first 
selling,  storing,  or  using  such  petroleum 
products  in  the  State  to  pay  the  inspec¬ 
tion  fee.  The  fee  has  been  levied  on  a 
per  gallon  basis  and  has  been  calculated 
to  return  many  million  dollars  to  the 
State  in  excess  of  the  costs  of  the  in¬ 
spection  program. 

Issue.  May  Retailer  R  apply  his  cus¬ 
tomary  initial  percentage  markup  to  the 
cost  of  the  petroleum  products  charged 
by  his  supplier  plus  the  “Inspection  Fee.” 

Ruling.  Section  300.5  of  the  Economic 
Stabilization  Regulations  defines  “cus¬ 
tomary  initial  percentage  markup”  so  as 
to  permit  the  markup  to  be  applied  to 
the  cost,  i.e.,  purchase  price  actually 
paid  by  the  selling  person  and  to  trans¬ 
portation  charges  to  be  allocated  to  the 
merchandise.  The  “price  actually  paid” 
includes  charges,  taxes,  and  fees  includ¬ 
ing  personal  property  taxes  levied  by  a 
State  government  on  the  merchandise 
which  by  law  are  not  required  to  be  borne 
in  a  specific  amount  or  ratio  to  price 
by  the  ultimate  consumer.  A  retailer  or 
wholesaler  may  consider  these  charges, 
taxes,  and  fees  as  part  of  the  cost  of 
the  merchandise  for  the  purposes  of  ap¬ 
plying  his  customary  initial  markup  to 
the  cost  of  that  merchandise.  The  “In¬ 
spection  fee”  in  this  case  is  considered 
to  be  imposed  on  the  merchandise.  Re¬ 
tailer  R  may  apply  his  customary  initial 
percentage  markup  to  the  cost  of  the 
petroleum  products  charged  by  his  sup¬ 
plier  and  the  “Inspection  fee.” 

This  ruling  has  been  approved  by 
the  General  Counsel  of  the  Price 
Commission. 

Dated:  January  12,  1972. 

K.  Martin  Worthy, 

Chief  Counsel, 
Internal  Revenue  Service. 

Approved:  January  12,  1972. 

Samuel  R.  Pierce,  Jr., 

General  Counsel, 

Department  of  the  Treasury. 

[FR  Doc.72-761  Filed  1-17-72:8:51  am] 

[Price  Commission  Ruling  1972-7] 

DISTINCTION  BETWEEN 
RESTAURANTS  AND  DELICATESSENS 

Price  Commission  Ruling 

Facts.  Restaurant  A  is  in  the  business 
of  preparing  and  serving  food.  It  also  has 
a  delicatessen  department  where  it  sells 
unprepared  food  to  be  taken  home  and 
prepared  by  the  purchaser. 
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Issue.  Is  a  restaurant  a  service  organi¬ 
zation  under  §  300.14  or  a  retailer  of  food 
under  5  300.13? 

Ruling.  A  restaurant  is  considered  to 
be  a  service  organization,  the  price  In¬ 
creases  of  which  are  governed  by  Eco¬ 
nomic  Stabilization  Regulations  $  300.14. 
Unlike  a  grocery  store,  or  other  sellers 
of  unprepared  food,  which  are  considered 
retailers,  a  restaurant  sells  ready-to-eat 
food,  prepared  by  its  employees  and  nor¬ 
mally  served  and  consumed  on  its 
premises. 

The  delicatessen  department  of  a 
restaurant,  however,  is  considered  as  a 
retail  establishment  and,  as  such,  is  gov¬ 
erned  by  §  300.13  relating  to  retailers,  in¬ 
cluding  the  requirement  that  retailers 
prominently  display  base  prices.  The 
delicatessen  operates  similarly  to  a 
grocery  store  and  does  not  provide  the 
services  commonly  associated  with  a 
restaurant. 

This  ruling  has  been  approved  by  the 
General  Counsel  of  the  Price  Commis¬ 
sion. 

Dated:  January  14,  1972. 

K.  Martin  Worthy, 

Chief  Counsel,  ■ 
Internal  Revenue  Service. 

Approved:  January  14,  1972. 

Samuel  R.  Pierce,  Jr., 

General  Counsel, 

Department  of  the  Treasury. 

[PR  Doc.72-762  Piled  1-17-72; 8: 51  am) 


[Price  Commission  Ruling  1972-8) 

EXCISE  TAX  AND  INITIAL 
PERCENTAGE  MARKUP 

Price  Commission  Ruling 

Facts.  A  is  a  wholesaler  of  product  X 
In  a  state  which  has  recently  imposed 
an  excise  tax  on  product  X.  A  wants  to 
increase  his  price  on  product  X  to  offset 
the  excise  tax  which  is  levied  at  the 
time  product  X  is  sold  to  A  by  his 
supplier. 

Issue.  May  A  add  the  excise  tax  to  the 
cost  of  product  X  before  computing  his 
initial  percentage  markup,  or  must  the 
excise  tax  be  passed  on  dollar-for-dollar? 

Ruling.  A  may  add  the  excise  tax  to 
the  cost  of  product  X  before  computing 
his  initial  percentage  markup. 

Wholesalers  (and  retailers)  are  gov¬ 
erned  by  §  300.13(a)  of  the  Economic 
Stabilization  Regulations,  which  pro¬ 
vides  a  customary  initial  percentage 
markup  test  and  a  profit  margin  test 
to  be  applied  to  proposed  price  increases. 
The  additional  posting  requirement  of 
paragraph  (b)  applies  to  retailers. 

In  meeting  the  “customary  initial  per¬ 
centage  markup”  test,  the  definition  of 
“customary  initial  percentage  markup”, 
as  provided  by  §  300.5,  refers  to  the 
markup  applied  to  the  “cost  of  mer¬ 
chandise”  and  the  “purchase  price  actu¬ 
ally  paid  by  the  selling  person”.  To  the 
extent  that  an  excise  tax  is  paid  by  A  at 
the  time  of  purchase  to  either  his  sup¬ 
plier  or  to  a  government  for  each  unit 
of  product  X,  it  is  clearly  a  “cost  of  mer¬ 
chandise”  to  A,  and  a  part  of  the  “pur¬ 


chase  price  actually  paid  by  the  selling 
person”.  Therefore,  It  may  be  added 
before  computing  the  initial  percentage 
markup. 

This  ruling  has  been  approved  by  the 
General  Counsel  of  the  Price  Commis¬ 
sion. 

Dated:  January  14,  1972. 

K.  Martin  Worthy, 

Chief  Counsel, 
Internal  Revenue  Service. 

Approved:  January  14,  1972. 

Samuel  R.  Pierce,  Jr., 

General  Counsel, 

Department  of  the  Treasury. 

[FR  Doc.72-763  Filed  1— 17-72;8:51  am) 


[Price  Commission  Riding  1972-9] 

'  DISTINCTIONS  BETWEEN 
MANUFACTURERS  AND  RETAILERS 

Price  Commission  Ruling 

Facts.  Company  A  manufactures  cattle 
feed  that  it  sells  and  delivers  directly  to 
neighboring  farmers  who  are  the  ulti¬ 
mate  human  consumers.  Company  B 
manufactures  furniture  that  it  sells  di¬ 
rectly  to  consumers  from  a  showroom 
and  warehouse  on  its  premises.  Com¬ 
pany  C  manufactures  automotive  equip¬ 
ment  and  accessories  which  it  sells 
through  a  retailing  subsidiary.  Company 
C  has  customarily  transferred  the  prod¬ 
ucts  it  manufactures  to  its  retailing  sub¬ 
sidiary  at  a  price  to  which  the  subsidiary 
applies  its  percentage  markups.  All  three 
companies  desire  to  raise  the  prices  of 
their  products. 

Issue.  Are  Companies  A,  B,  and  C, 
“manufacturers”  or  “retailers”  under  the 
definitions  in  Economic  Stabilization 
Regulations  §  300.5? 

Ruling.  Company  A  and  Company  B 
are  manufacturers,  even  though  they  sell 
their  products  directly  to  the  ultimate 
consumers.  Economic  Stabilization  Reg¬ 
ulations  §  300. 5  defines  manufacturer  as 
a  person  who  carries  on  the  trade  or  busi¬ 
ness  of  making,  fabricating,  or  assem¬ 
bling  a  product  or  commodity  by  manual 
labor  or  machinery  for  sale  to  another 
person.  Accordingly,  Company  A  and 
Company  B  are  governed  by  the  provi¬ 
sions  of  Economic  Stabilization  Regula¬ 
tions  §  300.12  pertaining  to  manufac¬ 
turers  in  determining  whether  they  can 
increase  prices. 

For  purposes  of  determining  whether 
it  may  increase  the  prices  at  which  it 
transfers  its  products  to  its  retailing 
subsidiary.  Company  C  is  considered  a 
manufacturer  and,  as  such,  its  price  in¬ 
creases  are  governed  by  Economic  Sta¬ 
bilization  Regulations  5  300.12.  For  pur¬ 
poses  of  determining  whether  it  may 
increase  the  prices  it  charges  to  ultimate 
consumers,  Company  C’s  retailing  sub¬ 
sidiary  is  subject  to  the  regulatory  pro¬ 
visions  pertaining  to  retailers.  Economic 
Stabilization  Regulation  §  300.13.  Eco¬ 
nomic  Stabilization  Regulation  §  300.5 
defines  retailer  to  Include  any  retailing 
subsidiary,  division,  affiliate,  or  similar 
entity  that  is  part  erf,  or  is  directly  or 
indirectly  controlled  by,  another  person. 


The  retailing  subsidiary  of  Company  C 
qualifies  as  a  retailer  under  this  provi¬ 
sion  and  therefore  its  price  increases  are 
governed  by  Economic  Stabilization  Reg¬ 
ulation  §  300.13  pertaining  to  retailers. 
Company  C’s  retailing  subsidiary  is  also 
subject  to  the  base  prices  posting  re¬ 
quirements  of  Economic  Stabilization 
Regulations  5  300.13(b).  Company  C’s 
total  income  during  its  most  recent  fiscal 
year,  from  whatever  source  derived  (in¬ 
cluding  that  derived  from  its  retailing 
subsidiary),  would  determine  whether 
Company  C  is  a  Price  Category  I,  n,  or 
m,  firm  for  prenotification  and  report¬ 
ing  purposes. 

This  ruling  has  been  approved  by  the 
General  Counsel  of  the  Price  Commis¬ 
sion. 

Dated:  January  14,  1972. 

K.  Martin  Worthy, 

Chief  Counsel, 
Internal  Revenue  Service. 

Approved:  January  14,  1972. 

Samuel  R.  Pierce,  Jr., 

General  Counsel, 

Department  of  the  Treasury. 

[FR  Doc.  72-764  Filed  1-17-72; 8: 51  am| 


[Price  Commission  Ruling  1972-10) 

PRICE  INCREASES  PURSUANT  TO 
CONTRACTS  ENTERED  INTO  BE¬ 
FORE  AUGUST  15,  1971 

Price  Commission  Ruling 

Facts.  On  January  16,  1971,  Company 
A  entered  into  a  contract  by  which  it 
agreed  to  sell  its  product  to  Company  B, 
with  delivery  or  performance  to  occur 
after  November  13,  1971.  The  contract 
contained  an  escalation  provision 
whereby  the  price  to  be  paid  by  Company 
B  at  the  time  of  delivery  was  to  be  de¬ 
pendent  on  increased  costs  incurred  by 
Company  A  between  the  contract’s  exe¬ 
cution  date  and  the  time  of  delivery. 
Company  A  entered  into  a  labor  agree¬ 
ment  on  November  19,  1971  which  pro¬ 
vided  for  a  wage  increase  of  over  14  per¬ 
cent  per  year.  The  Price  Commission  has 
determined  that  wage  increases,  includ¬ 
ing  fringe  benefits,  agreed  to  after  No¬ 
vember  8,  1971,  shall  not  generally  be 
considered  allowable  costs  to  the  extent 
they  exceed  5.5  percent  per  year.  Com¬ 
pany  A  now  wants  to  add  these  increased 
labor  costs  to  its  price  under  the  Janu¬ 
ary  16,  1971  contract,  without  regard  to 
whether  or  not  such  increased  costs  are 
“allowable”  under  Price  Commission 
regulations.  It  claims  that  its  contract 
falls  within  §  300.101  of  those  regulations 
(formerly  designated  §  300.203),  and  that 
§  300.101  allows  price  increases  to  take 
place  pursuant  to  contracts  made  before 
August  15,  1971,  without  reference  to  the 
allowable  cost  test  of  §  300.12. 

Issue.  May  a  price  be  increased  over 
the  base  price,  without  regard  to  restric¬ 
tions  on  “allowable  costs,”  pursuant  to  a 
contract  entered  into  prior  to  August  15, 
1971,  which  contains  a  flexible  pricing 
arrangement  based  on  increases  in  the 
sellers  costs? 
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Ruling.  No.  Section  300.101  does  not 
apply  to  contracts  with  flexible  pricing 
arrangements  based  on  fluctuations  in  a 
seller’s  costs.  The  reference  to  “the  price 
specified”  in  contracts  entered  into  prior 
to  August  15,  1971,  was  intended  to 
apply  to  sellers  who  had  made  long-term 
contracts  at  a  specified  price  and  who 
were  therefore  “locked  into”  that  price 
regardless  of  whether  their  costs  might 
subsequently  increase.  To  exempt  con¬ 
tracts  such  as  that  of  Company  A  from 
the  strictures  of  the  “allowable  cost”  test 
would  have  the  effect  of  exempting  a 
large  number  of  sellers  from  a  critically 
important  principle  of  the  Economic 
Stabilization  Program  by  providing  them 
with  permission,  denied  to  other  sellers, 
to  increase  costs  and  pass  them  on  in  the 
form  of  higher  prices,  regardless  of 
whether  or  not  those  costs  are  “allow¬ 
able”  under  Price  Commission  regula¬ 
tions.  Such  favored  treatment  was  not 
intended  and  is  not  permitted.  A  use  of 
§  300.101  to  circumvent  the  restrictions 
concerning  allowable  cost  increases 
would  also  be  prohibited  by  §  300.60.  If 
the  application  of  this  ruling  to  Company 
A  results  in  a  serious  hardship  or  gross 
inequity,  Company  A  may  apply  for  an 
“exception  by  ruling”  pursuant  to  Price 
Commission  regulations  §  300.511. 

This  ruling  has  been  approved  by  the 
General  Counsel  of  the  Price  Commis¬ 
sion. 

Dated:  January  13,  1972. 

K.  Martin  Worthy, 

Chief  Counsel, 
Internal  Revenue  Service. 

Approved:  January  13,  1972. 

Samuel  R.  Pierce,  Jr., 

General  Counsel, 

Department  of  the  Treasury. 

[PR  Doc.72-765  Filed  1-17-72:8:52  am] 


[Price  Commission  Ruling  1972-11] 

SHIPPING  RATES 
Price  Commission  Ruling 

Facts.  A  shipping  company  whose 
rates  are  regulated  by  the  Federal  Mari¬ 
time  Commission  filed  proposed  rate  in¬ 
creases  with  that  Commission  in  the 
spring  of  1971.  The  Maritime  Commis¬ 
sion,  pending  its  investigation,  suspended 
those  rates  for  the  full  4-month  statutory 
period  permitted  by  law.  The  rates  would 
have  gone  into  effect  by  reason  of  lapse 
of  the  statutory  suspension  period  on 
August  30,  1971,  but  for  the  issuance  of 
Executive  Order  No.  11615  on  August  15, 
1971,  establishing  a  90-day  freeze  on 
price  increases. 

Issue.  Under  Economic  Stabilization 
Regulations,  §  300.16,  may  the  shipping 
company  place  its  increased  rates  in  ef¬ 
fect  after  November  13,  1971,  without 
the  Federal  Maritime  Commission  hav¬ 
ing  made  the  appropriate  certification? 

Ruling.  No.  The  purpose  of  §  300.16  is 
to  ensure  that  rate  increases  by  regulated 
public  utilities  are  consistent  with  the 
anti-inflationary  purposes  of  the  Eco¬ 
nomic  Stabilization  Program.  Paragraph 


(b)  of  this  section  applies  to  all  rate 
increases  authorized  prior  to  November 
14,  1971,  but  not  permitted  to  go  into 
effect  by  the  90-day  freeze,  whether  such 
increases  had  been  authorized  by  agency 
approval,  or  by  lapse  of  a  suspension 
period,  or  other  operation  of  law.  In 
such  cases,  the  increased  rates  may  not 
take  effect  until  the  regulatory  agency 
or  other  appropriate  legal  authority  has 
reviewed  the  increases  with  regard  to 
their  consistency  with  the  purposes  of 
the  Economic  Stabilization  Act  of  1970, 
as  amended,  and  certified  that  the  rate 
increases  or  adjusted  increases  are  con¬ 
sistent  with  such  purposes. 

This  ruling  has  been  approved  by  the 
General  Counsel  of  the  Price  Commis¬ 
sion. 

Dated:  January  13,  1972. 

K.  Martin  Worthy, 

Chief  Counsel, 
Internal  Revenue  Service. 

Approved:  January  13,  1972. 

Samuel  R.  Pierce,  Jr., 

General  Counsel, 

Department  of  the  Treasury. 

[FR  Doc.72-766  Filed  1-17-72:8:62  am] 


[Price  Commission  Ruling  1972-12] 

CRITERIA  FOR  DEFINING  WAGE 
INCREASES  AS  ALLOWABLE  COSTS 

Price  Commission  Ruling 

Facts.  On  November  18,  1971,  Com¬ 
pany  A,  a  coal  company,  agreed  to  pay  a 
wage  increase  to  its  employees  of  ap¬ 
proximately  16  percent  per  year,  includ¬ 
ing  replenishment  of  a  welfare  fund. 
Company  A  wants  to  raise  its  prices  to 
reflect  in  full  this  wage  increase,  on  the 
grounds  that  the  increase  is  an  “allow¬ 
able  cost”  within  the  meaning  of  Price 
Commission  regulations,  §  300.5.  Com¬ 
pany  A  is  not  a  prenotification  firm. 

Issue.  Is  the  wage  increase  which  ex¬ 
ceeds  the  general  guidelines  of  5.5  percent 
per  year  granted  by  Company  A  an  allow¬ 
able  cost  within  the  meaning  of  Price 
Commission  regulations,  §  300.5? 

Ruling.  For  a  Company  which  agreed 
to  a  general  wage  increase  after  the 
guidelines  of  5.5  percent  per  year  for 
wage  increases  had  been  announced  on 
November  8,  1971,  increased  “allowable 
costs”  for  the  purpose  of  justifying  a 
price  increase  shall  not  generally  include 
increased  wage  payments,  including 
fringe  benefits,  in  excess  of  5.5  percent 
per  year.  This  interpretation  does  not 
apply  to  either  payments  to  replenish 
major  deficiencies  in  a  welfare  fund 
which  are  necessary  to  protect  the 
pensions  of  men  already  retired  or 
to  wage  increases  for  workers  mak¬ 
ing  less  than  minimum  wage  stand¬ 
ards  of  general  applicability.  Nor  does  it 
preclude  a  company  from  obtaining  an 
"exception  by  ruling”  as  provided  by 
Price  Commission  regulations,  §  300.511, 
if  the  company  can  demonstrate  that  not 
counting  the  increased  wage  costs  in  ex¬ 
cess  of  5.5  percent  with  respect  to  its 
particular  situation  constitutes  a  gross 
inequity. 


Guidance  for  Application 

In  complying  with  this  ruling,  Com¬ 
pany  A  and  other  coal  companies  which 
are  not  prenotification  firms  should  ad¬ 
here  to  the  following  principles: 

1.  Calculation  of  allowable  increases. 

(a)  To  reflect  the  portion  of  wage  in¬ 
creases  up  to  5.5  percent,  coal  prices  may 
be  increased  pursuant  to  the  following 
calculations:  (1)  Determine  the  percent¬ 
age  that  the  prior  level  of  total  labor 
cost  (including  welfare  and  replenish¬ 
ment  payments)  bore  to  the  average 
sales  price  per  ton  during  the  period 
beginning  with  the  last  price  increase 
and  ending  the  date  of  the  labor  cost 
increase:  (2)  multiply  that  percentage 
by  5.5  percent;  (3)  the  resulting  percent¬ 
age  figure  indicates  the  allowable  price 
increase,  exclusive  of  that  allowed  under 

(b) ,  below. 

(b)  The  company  may  also  reflect  in 
its  price  a  required  11.8  cents  per  ton 
increase  in  its  payment  to  the  welfare 
fund,  calculated  as  follows:  (1)  Deter¬ 
mine  the  percentage  that  the  prior  level 
of  welfare  fund  costs  (e.g.,  40  cents  per 
ton)  bore  to  the  sales  price  per  ton;  (2) 
determine  the  percentage  of  the  prior 
level  of  welfare  fund  payments  (e.g.,  40 
cents  per  ton)  represented  by  the  11.8 
cents  per  ton  increase;  (3)  multiply  the 
percentage  determined  under  (b)(1) 
above  by  that  determined  under  (b)  (2) ; 
(4)  the  resulting  percentage  figure  indi¬ 
cates  the  allowable  price  increase  justi¬ 
fied  for  welfare  fund  replenishment  costs. 

(c)  In  making  the  above  calculations, 
it  may  be  helpful  to  utilize  Price  Com¬ 
mission  Form  PC-1. 

2.  Effective  date.  The  price  increase 
may  take  effect  the  date  the  allowable 
cost  increases  were  first  incurred.  It  may 
be  applied  to  all  products  as  to  which 
the  company  would  customarily  have 
charged  an  increased  price  if  it  had  an¬ 
nounced  a  price  increase  to  go  into  effect 
on  that  date. 

3.  Long-term  contracts.  With  respect 
to  long-term  contracts  subject  to  flexible 
pricing  formulas  based  on  costs,  the  price 
for  each  may  not  be  increased  over  the 
base  price  by  an  amount  greater  than 
that  calculatd  under  paragraph  1  above. 
This  includes  contracts  which  were  exe¬ 
cuted  prior  to  August  15,  1971. 

4.  Application  to  different  products, 
different  marketing  areas  and  different 
classes  of  customer.  The  increase  may  be 
applied  to  the  freeze  period  ceiling  of 
the  company’s  different  coal  products  as 
sold  in  different  marketing  areas,  or  to 
different  classes  of  customers:  Provided, 
That  the  increase  may  not  be  applied 
unreasonably  disproportionately  to  dif¬ 
ferent  products  or  classes  of  customers  or 
different  marketing  areas. 

5.  Sales  for  export.  These  limitations 
on  the  pass-through  of  increased  costs 
do  not  apply  to  sales  for  export,  which 
are  exempt  from  the  Economic  Stabili¬ 
zation  regulations. 

6.  Exceptions  by  ruling.  If  the  appli¬ 
cation  of  this  ruling  to  Company  A 
results  in  a  serious  hardship  or  gross 
inequity,  Company  A  may  apply  for  an 
“exception  by  ruling”  pursuant  to  Price 
Commission  regulations  §  300.511. 


FEDERAL  REGISTER,  VOL.  37,  NO.  11— TUESDAY,  JANUARY  18,  1972 


NOTICES 


765 


Ordinarily,  it  will  be  considered  a  serious 
hardship  or  gross  inequity  for  this  pur¬ 
pose  if  the  application  of  this  ruling  to  a 
long-term  contract  places  the  company 
concerned  in  a  distinctly  unfavorable 
profits  position  with  respect  to  the 
contract. 

This  ruling  supplements  Price  Com¬ 
mission  Ruling  No.  1971-3. 

This  ruling  has  been  approved  by  the 
General  Counsel  of  the  Price  Commis¬ 
sion. 

Dated:  January  13,  1972. 

K.  Martin  Worthy, 

Chief  Counsel, 
Internal  Revenue  Service. 

Approved:  January  13,  1972. 

Samuel  R.  Pierce,  Jr. 

General  Counsel, 

Department  of  the  Treasury. 

[FR  Doc.72-767  Filed  1-17-72;  8: 52  am] 


[Price  Commission  Ruling  1972-13] 

ALLOWABLE  PRICE  INCREASES 
REFLECTING  COST  INCREASES 

Price  Commission  Ruling 

.Facts.  A  is  a  manufacturer  of  product 
X.  From  July  16  to  August  14,  1971,  he 
incurred  costs  of  $L00  per  unit  in  making 
X.  The  highest  price  he.  charegd  for  X 
in  a  substantial  number  of  transactions 
during  that  period  was  $125  per  unit. 
Allowable  costs  in  effect  on  November  14, 
1971  and  cost  increases  incurred  after 
November  14,  1971,  reduced  to  reflect 
productivity  gains,  have  increased  A’s 
cost  per  unit  to  $110. 

Issue.  How  much  may  A  now  charge 
for  product  X  under  the  Economic  Sta¬ 
bilization  Regulations? 

Ruling.  A  may  now  charge  $137.50  per 
unit  of  X.  Section  300.12  of  the  Economic 
Stabilization  Regulations  permits  manu¬ 
facturers  to  increase  prices  over  the  base 
price  only  to  reflect  allowable  costs  in 
effect  November  13,  1971  and  cost  in¬ 
creases  being  incurred  after  Novem¬ 
ber  13, 1971,  reduced  to  reflect  productiv¬ 
ity  gains,  and  only  to  the  extent  that 
the  price  increase  does  not  result  in  a 
higher  profit  margin  than  that  which 
prevailed  during  the  base  period.  Since 
A’s  allowable  costs  have  increased  10  per¬ 
cent,  A  is  entitled  to  increase  his  price 
by  an  equivalent  10  percent,  or  $12.50  per 
unit,  provided  that  such  an  increase  does 
not  cause  A’s  profit  margin  to  exceed 
his  profit  margin  during  the  base 
period. 

This  ruling  has  been  approved  by  the 
General  Counsel  of  the  Price 
Commission. 

Dated:  January  12,  1972. 

K.  Martin  Worthy, 

Chief  Counsel, 
Internal  Revenue  Service. 

Approved:  January  12,  1972. 

Samuel  R.  Pierce,  Jr., 

General  Counsel, 

Department  of  the  Treasury. 

[FR  Doo.72-768  Filed  l-17-72;8:52  am] 


[Price  Commission  Ruling  1972-14] 

HIGHER  FEE  UNDER  NEW  CONTRACT 

FOR  CURRENT  TRANSPORTATION 

SERVICES  BY  BUS  COMPANY 

Price  Commission  Ruling 

Facts.  A  bus  company  entered  into  a 
binding  contract  with  a  school  district 
on  August  14,  1971,  to  provide  transpor¬ 
tation  services  to  students  for  an  estab¬ 
lished  fee.  Services  were  to  begin  on  Sep¬ 
tember  15,  1971.  The  new  contract  pro¬ 
vided  for  a  fee  higher  than  that  under 
the  preexisting  contract  and  resulted  in 
higher  profit  margin  for  the  bus  com¬ 
pany  than  it  had  in  prior  years.  The  bus 
company  had  no  other  school  transpor¬ 
tation  contracts. 

Issue.  May  the  bus  company  charge 
the  higher  fee  under  the  new  contract 
for  its  current  transportation  services? 

Ruling.  The  bus  company  may  charge 
the  higher  fee  for  current  transportation 
services.  The  bus  company  is  a  service 
organization  and  therefore  may  increase 
its  prices  over  the  base  price  only  to  re¬ 
flect  increased  allowable  costs,  under 
§  300.14  of  the  Economic  Stabilization 
Regulations.  The  “base  price’’  with  re¬ 
spect  to  sales  of  services  is  the  highest 
price  charged  by  the  person  to  a  specific 
class  of  purchasers  in  a  substantial  num¬ 
ber  of  transactions  involving  that  service 
during  the  “freeze  base  period”,  under 
§  300.405(a)  of  the  Economic  Stabiliza¬ 
tion  Regulations.  In  this  case,  the  “freeze 
base  period”  means  the  period  beginning 
July  16,  1971,  and  ending  August  14,  1971, 
under  §  300.5  of  the  Economic  Stabiliza¬ 
tion  Regulations.  Since  the  new  contract 
for  services  was  signed  prior  to  August  15, 
1971,  it  was  a  “transaction”  as  defined  in 
§  300.5  of  the  Economic  Stabilization 
Regulations.  Since  this  was  the  only 
transaction  during  that  period  with 
school  districts,  a  “specific  class  of  pur¬ 
chasers”,  it  was  clearly  a  “substantial 
number  of  transactions”,  and  therefore 
establishes  the  new  contract  price  as  the 
base  price. 

This  ruling  has  been  approved  by  the 
General  Counsel  of  the  Price  Commission. 

Dated:  January  12, 1972. 

.  K.  Martin  Worthy, 

Chief  Counsel, 
Internal  Revenue  Service. 

Approved:  January  12, 1972. 

Samuel  R.  Pierce,  Jr. 

General  Counsel, 

Department  of  the  Treasury. 

[FR  Doc.72-769  Filed  l-17-72;8:52  am] 


[Price  Commission  Ruling  1972-15] 

PRENOTIFICATION  FIRM 
Price  Commission  Ruling 

Facts.  Company  A,  a  prenotification 
firm,  manufactures  a  product  from  a 
raw  agricultural  product  exempt  from 
price  controls  under  Economic  Stabiliza¬ 
tion  Regulations  §  101.32(a).  Company 
A  has  customarily  priced  its  product  in  a 
manner  immediately  responsive  to  the 


frequent  and  customary  market  price 
fluctuations  of  the  raw  agricultural  prod¬ 
uct  from  which  it  makes  its  product.  Un¬ 
der  Economic  Stabilization  Regulations 
§  300.51(f),  when,  and  to  the  extent  au¬ 
thorized  by  the  Price  Commission,  Com¬ 
pany  A  may  increase  the  price  of  its 
product  to  the  extent  of  any  significant 
market  price  increase  in  the  price  of  the 
raw  agricultural  product. 

Issue.  May  Company  A  increase  the 
price  of  its  product  under  Economic  Sta¬ 
bilization  Regulations  5  300.51(f)  only 
dollar-for-dollar? 

Ruling.  Yes.  Under  Economic  Stabili¬ 
zation  Regulations  §  300.51  (f ) ,  a  prenoti¬ 
fication  firm  that  has  customarily  priced 
an  item  in  a  manner  immediately  re¬ 
sponsive  to  frequent  and  customary  mar¬ 
ket  price  fluctuations  of  the  raw  mate¬ 
rials  which  it  uses  in  that  item,  may, 
when  and  to  the  extent  authorized  by  the 
Price  Commission,  increase  the  price  of 
that  item  to  the  extent  of  any  significant 
market  price  increase  of  those  raw  ma¬ 
terials  without  regard  to  paragraphs  (a) 
through  (d)  of  Economic  Stabilization 
Regulations  5  300.51.  Price  increases  au¬ 
thorized  by  Economic  Stabilization  Reg¬ 
ulations  §  300.51(f)  are  limited  to  dollar- 
for-dollar  increases.  Prenotification  firms 
may  not  add  to  the  increased  cost  of  the 
raw  material,  their  usual  margins  or 
markups. 

This  ruling  has  been  approved  by  the 
General  Counsel  of  the  Price  Com¬ 
mission. 

Dated:  January  14, 1972. 

K.  Martin  Worthy, 

Chief  Counsel, 
Internal  Revenue  Service. 

Approved:  January  14, 1972. 

Samuel  R.  Pierce,  Jr. 

General  Counsel, 

Department  of  the  Treasury. 

[FR  Doc.72-770  Filed  1-17-72; 8: 52  am] 


[Price  Commission  Ruling  1972-16] 

INSURANCE  ON  GOODS  IN  TRANSIT 
Price  Commission  Ruling 

Facts.  Retailer  R  secures  insurance  on 
goods  in  transit  which  have  been  shipped 
to  it  by  a  supplier. 

Issue.  Can  Retailer  R  include  the  cost 
of  this  insurance  in  its  “transportation 
charges  to  be  allocated  to  the  mer¬ 
chandise.” 

Ruling.  Section  300.5  of  the  Economic 
Stabilization  Regulations  defines  custo¬ 
mary  initial  percentage  markup  to  in¬ 
clude  “The  markup  applied  to  the  cost 
(purchase  price  actually  paid  by  the 
selling  person  and  transportation  charges 
to  be  allocated  to  the  merchandise)  •  •  •” 
The  phrase  “transportation  charges  to 
be  allocated  to  the  merchandise”  includes 
all  transportation  charges,  i.e.  all  direct 
or  indirect  costs  incurred  in  the  trans¬ 
portation  of  merchandise,  provided  that 
such  transportation  charges  were  con¬ 
sidered  as  a  part  of  the  cost  of  the  mer¬ 
chandise  to  which  the  previous  custo¬ 
mary  initial  percentage  markup  was  ap¬ 
plied.  The  previous  customary  initial 
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markup  is  the  markup  applied  to  the 
merchandise  when  it  was  initially  of¬ 
fered  for  sale  during  the  period  begin¬ 
ning  on  August  15,  1971,  and  ending  on 
November  13,  1971,  or  at  the  retailer’s 
option  during  its  last  fiscal  year  ending 
before  August  15,  1971.  Section  300.13- 
(a)(1)  of  the  Economic  Stabilization 
Regulations. 

Insurance  charges  on  goods  in  transit 
are  considered  an  indirect  cost  incurred 
in  the  transportation  of  merchandise. 
Therefore  if  Retailer  R  had  applied  its 
previous  customary  initial  percentage 
markup  to  a  cost  of.merchandise  which 
included  allocated  insurance  charges  on 
goods  in  transit  it  can  now  apply  the 
same  customary  initial  percentage  mark¬ 
up  to  a  cost  which  includes  such  charges. 

This  ruling  has  been  approved  by  the 
General  Counsel  of  the  Price  Commis¬ 
sion. 

Dated:  January  12,  1972. 

K.  Martin  Worthy, 
Internal  Revenue  Service, 
Chief  Counsel. 

Approved:  January  12,  1972. 

Samuel  R.  Pierce,  Jr., 

General  Counsel, 

Department  of  the  Treasury. 

[FR  Doc.72-771  Filed  1-17-72; 8: 52  am] 


[Price  Commission  Ruling  1972-17] 

CUSTOMARY  INITIAL  PERCENTAGE 
MARKUP 

Price  Commission  Ruling 

Facts.  Retailer  R  purchases  50  units 
of  product  X  for  $1  per  unit  on  an  f.o.b. 
destination  shipping  basis  and  terms  of 
2  percent  10  days  net  30.  The  retailer 
pays  for  product  X  within  10  days  and 
takes  advantage  of  the  cash  discount 
of  2  percent.  Retailer  R  also  purchases 
50  units  of  product  Y  for  $1  per  unit  on 
an  f.o.b.  shipping  point  of  origin  basis 
and  terms  of  net  30  days.  The  freight 
charges  on  item  Y  paid  by  the  retailer  to 
his  common  carrier  totaled  $8. 

Issue.  To  what  amount  may  retailer  R 
apply  his  customary  initial  percentage 
markup  in  determining  his  allowable 
selling  price? 

Ruling.  Section  300.5  of  the  Economic 
Stabilization  Regulations  defines  “cus¬ 
tomary  initial  percentage  markup”  to 
mean,  “The  markup  applied  to  the  cost 
(purchase  price  actually  paid  by  the 
selling  person  and  transportation 
charges  to  be  allocated  to  the  merchan¬ 
dise)  of  merchandise  when  first  offered 
for  sale,  determined  on  an  item,  product 
line,  department,  store  or  other  pricing 
unit  basis,  according  to  the  person’s  cus¬ 
tomary  pricing  practice.”  The  retailer 
may  therefore  apply  his  customary  initial 
percentage  markup  to  98  cents  for  prod¬ 
uct  X  ($1  minus  2  percent  of  $1)  and  to 
$1.16  for  product  Y  ($1  plus  16  cents 
transportation  allocated  to  each  unit). 

If  a  retailer  or  wholesaler  operates  his 
own  transportation  department,  rather 
than  using  public  transportation,  the 


cost  of  that  department  related  to  in¬ 
coming  merchandise  may  be  allocated 
to  the  cost  of  that  merchandise  if  the 
allocation  is  done  in  accordance  with 
generally  accepted  accounting  principles 
consistently  applied. 

This  ruling  has  been  approved  by 
the  General  Counsel  of  the  Price 
Commission. 

Dated:  January  13,  1972. 

K.  Martin  Worthy, 

Chief  Counsel, 
Internal  Revenue  Service. 

Approved:  January  13,  1972. 

Samuel  R.  Pierce,  Jr., 

General  Counsel, 

Department  of  the  Treasury. 

[FR  Doc.72-772  Filed  l-l7-72;8:52  am] 


[Price  Commission  Ruling  1972-18] 

INCREASE  OF  PRICE  TO  COMPLY 

WITH  STATE’S  FAIR  TRADE  LAW 

Price  Commission  Ruling 

Facts.  A  is  a  retailer  in  a  “fair  trade 
law”  State  who  customarily  sells  product 
X  at  the  “fair  trade”  price.  The  manu¬ 
facturer  of  product  X  instituted  price 
increases  in  June  1971  and  the  “fair 
trade”  price  increases  became  effective 
in  July,  1971.  A  mistakenly  neglected  to 
increase  his  price  on  product  X  during 
July  and  August.  On  August  15,  1971, 
Executive  Order  11615  stabilized  prices, 
and  A  was  unable  to  comply  with  the  fair 
trade  law  because  to  do  so  would  violate 
the  provisions  of  that  Executive  order. 

Issue.  May  A  now  increase  his  price  on 
product  X  to  comply  with  his  State’s  fair 
trade  law  under  the  Economic  Stabili¬ 
zation  Regulations? 

Ruling.  A  may  now  increase  his  prices 
to  the  extent  that  price  increases  are 
allowed  under  the  Economic  Stabiliza¬ 
tion  Regulations.  Article  VI  of  the  U.S. 
Constitution  (the  “Supremacy  Clause”) 
and  court  decisions  thereunder  subordi¬ 
nate  State  statutes  to  conflicting  Federal 
statutes.  The  Economic  Stabilization 
Regulations,  promulgated  by  the  Cost  of 
Living  Council,  Price  Commission  and 
Pay  Board  under  the  authority  of  Execu¬ 
tive  Order  11627,  which  was  in  turn 
issued  under  the  authority  of  the  Eco¬ 
nomic  Stabilization  Act  of  1970,  therefore 
override  any  State  laws  with  which  they 
conflict.  Thus  A  may  increase  his  prices 
only  to  the  extent  allowed  by  the  Eco¬ 
nomic  Stabilization  Regulations. 

On  the  facts  given,  the  manufacturer 
instituted  price  increases  prior  to  the 
freeze.  If  that  price  increase  caused  A’s 
customary  initial  percentage  markup  on 
product  X  to  be  less  than  his  customary 
initial  percentage  markup  during  its  last 
fiscal  year  ending  before  August  15,  1971, 
A  may  now  increase  his  selling  price  in 
accordance  with  Economic  Stabilization 
Regulations  §  300.13(a) :  Provided,  That 
A  will  not  thereby  increase  its  profit  mar¬ 
gin  over  that  which  prevailed  during  the 
base  period,  and  also  provided  that  A  has 
complied  with  the  posting  requirement  of 


§  300.13(b) .  To  the  extent  that  State  laws 
are  not  inconsistent  with  the  Ecomonic 
Stabilization  Regulations,  they  should 
control  A’s  pricing  policies. 

This  ruling  has  been  approved  by  the 
General  Counsel  of  the  Price  Commis¬ 
sion. 

Dated:  January  12,  1972. 

K.  Martin  Worthy, 

Chief  Counsel, 
Internal  Revenue  Service. 

Approved:  January  12,  1972. 

Samuel  R.  Pierce,  Jr., 

General  Counsel, 

Department  of  the  Treasury. 

[FR  Doc.72-773  Filed  1-17-72; 8: 52  am] 


[Price  Commission  Ruling  1972-19] 

PROPERTY  TAXES 
Price  Commission  Ruling 

Facts.  Company  A  is  a  manufacturer. 
Among  the  expenses  it  charges  against 
its  sales  in  computing  its  yearly  profit 
margin  are  the  overhead  expenses  of  its 
factory  building.  One  of  those  expenses 
is  the  property  tax  imposed  on  the  factory 
building.  The  property  tax  rate  has  re¬ 
cently  been  increased. 

Issue.  Are  property  taxes  on  the 
factory  building  allowable  costs  for  pur¬ 
poses  of  determining  whether  Company 
A  can  increase  its  prices? 

Ruling.  A  manufacturer  may  charge  a 
price  in  excess  of  the  base  price  only  to 
reflect  allowable  costs  in  effect  on 
November  14,  1971,  and  cost  increases 
incurred  after  November  14,  1971,  re¬ 
duced  to  reflect  productivity  gains: 
Provided,  however,  That  the  effect  of  all 
of  a  manufacturer’s  price  changes  is  not 
to  increase  its  profit  margin  as  a  percent¬ 
age  of  sales,  before  income  taxes,  over 
that  which  prevailed  during  the  base 
period.  As  defined  in  §  300.5,  "allowable 
costs”  means  any  cost,  direct  or  indirect 
unless  disallowed  by  the  Price  Commis¬ 
sion.  As  defined  in  §  300.5,  “profit  mar¬ 
gin”  means  the  ratio  that  net  profit  bears 
to  gross  sales  as  reported  on  the  person’s 
published  financial  statement  and  in  ac¬ 
cordance  with  generally  accepted  ac¬ 
counting  principles  consistently  applied. 
For  purposes  of  determining  net  profits, 
extraordinary  items  and  taxes  on  income 
shall  not  be  taken  into  account.  Since 
property  tax  expenses  are  an  indirect 
cost  which  has  not  been  disallowed  by 
the  Price  Commission,  they  are  allowable 
costs  within  the  definition  provided  by 
the  Regulations.  Moreover,  property 
taxes  must  be  included  in  the  profit 
margin  computations  in  order  to  con- 
sistenly  apply  generally  accepted  ac¬ 
counting  principles.  Therefore,  property 
taxes  on  the  factory  building  are  allow¬ 
able  costs  for  purposes  of  determining 
whether  Company  A  can  increase  its 
prices. 
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This  ruling  has  been  approved  by 
the  General  Counsel  of  the  Price 
Commission. 

Dated:  January  14,  1972. 

K.  Martin  Worthy, 

Chief  Counsel , 
Internal  Revenue  Service. 

Approved:  January  14, 1972. 

Samuel  R.  Pierce,  Jr., 

General  Counsel, 

Department  of  the  Treasury. 
[FR  Doc.72-774  Filed  1-17-72; 8: 52  am] 


[Price  Commission  Ruling  1972-20] 

INCREASED  PRICES  ON  CERTAIN 
PRODUCTS 

Price  Commission  Ruling 

Facts.  Company  A  as  a  manufacturer 
with  annual  sales  exceeding  $100  million. 
It  submitted  a  prenotification  form  re¬ 
questing  approval  to  increase  its  prices 
on  certain  products,  and  the  Price  Com¬ 
mission  approved  the  increases  effective 
as  af  December  3,  1971.  On  December  3, 
the  company  has  in  its  inventory  a  sup¬ 
ply  of  the  items  upon  which  the  price 
increase  has  been  approved;  another 
supply  of  the  same  items  is  in  the  hands 
of  other  companies  who  distribute  the 
products.  Company  A  also  has  a  long¬ 
term  contract  to  supply  the  same  items 
to  Company  B  which  it  entered  into  prior 
to  December  3. 

Issue.  To  which  items  may  Company  A 
apply  the  approved  price  increase? 

Ruling.  A  seller  may  charge  the  in¬ 
creased  price  on  all  products  upon  which 
it  customarily  would  have  applied  an  in¬ 
creased  price  if  it  had  announced  a  price 
increase  to  go  into  effect  on  the  date  it 
received  approval  for  a  price  increase 
from  the  Price  Commission,  provided 
that  in  no  case  may  the  increased  price 
be  applied  to  products  in  the  possession 
of  a  potential  purchaser,  regardless  of 
who  is  the  legal  owner  of  such  products 
on  the  approval  date. 

A  long-term  contract  is  as  subject  to 
the  rules  and  regulations  issued  by  the 
Price  Commission,  the  Economic  Stabi¬ 
lization  Act  of  1970,  as  amended,  as  is 
any  other  price-setting  transaction. 

Therefore,  Company  A  may  increase 
its  prices  as  to  the  items  it  is  holding  in 
its  own  inventory  and  the  items  to  be 
delivered  under  the  long-term  contract 


provided  that  the  terms  of  the  contract 
allow  such  increases. 

This  ruling  has  been  approved  by 
the  General  Counsel  of  the  Price 
Commission. 

Dated:  January  14,  1972. 

K.  Martin  Worthy, 

Chief  Counsel, 
Internal  Revenue  Service. 

Approved:  January  14,  1972. 

Samuel  R.  Pierce,  Jr., 

General  Counsel, 

Department  of  the  Treasury. 

[FR  Doc.72-775  Filed  1-17-72:8:53  am] 


[Price  Commission  Ruling  1972-21] 

SELLING  PRICES  OVER  BASE  PRICES 
Price  Commission  Ruling 

Facts.  Company  A  is  a  retailing  firm 
which  does  not  intend  to  increase  any  of 
its  selling  prices  over  the  base  prices. 

Issue.  Must  company  A  comply  with 
the  base  prices  posting  requirement  of 
the  Economic  Stabilization  Regulations 
even  if  it  does  not  intend  to  increase 
prices  over  the  base  prices? 

Ruling.  Yes.  Economic  Stabilization 
Regulations  §  300.13(b)  provides  that, 
before  January  2,  1972,  all  retailers,  in¬ 
cluding  those  which  do  not  intend  to  in¬ 
crease  prices,  must  display  prominently 
in  their  places  of  sale,  base  prices  with 
respect  to  ( 1 )  All  nonexempt  food  prod¬ 
ucts;  and,  (2)  those  40  items  in  each 
department  which  had  the  highest  dollar 
sales  volume  during  their  last  fiscal  year, 
or  those  items  which  accounted  for  at 
least  50  percent  of  their  total  dollar  sales 
in  each  department  during  that  fiscal 
year,  whichever  is  less.  For  a  retailer  with 
sales  of  less  than  $100,000  in  its  last  fiscal 
year,  those  40  items  which  had  the  largest 
dollar  sales  volume  during  that  fiscal 
year,  or  those  items  which  accounted  for 
at  least  50  percent  of  its  total  sales  during 
that  year,  whichever  is  less,  must  be 
posted  before  January  2,  1972. 

This  ruling  has  been  approved  by 
the  General  Counsel  of  the  Price 
Commission. 

Dated:  January  13,  1972. 

K.  Martin  Worthy, 

Chief  Counsel, 
Internal  Revenue  Service. 


Approved:  January  13,  1972. 

Samuel  R.  Pierce,  Jr., 

General  Counsel, 

Department  of  the  Treasury. 
[FR  Doc.72-776  Filed  1-17-72; 8: 53  am] 


[Price  Commission  Ruling  1972-22] 

CUSTOMARY  INITIAL  PERCENTAGE 
MARKUP 

Price  Commission  Ruling 

Facts.  Retailer  R  purchases  50  units 
of  product  X  for  $1  per  unit,  FOB  desti¬ 
nation,  net  30  days,  from  an  importer  of 
that  merchandise  who  is  required  to  pay 
customs  duties  and  an  import  surcharge 
to  the  Federal  Government.  The  $1  in¬ 
voice  price  per  unit  includes  25  cents  per 
unit  for  these  charges. 

Issue.  May  retailer  R  apply  his  cus¬ 
tomary  initial  percentage  markup  to  the 
full  $1  price  per  unit  of  product  X? 

Ruling.  Section  300.5  of  the  Economic 
Stabilization  Regulations  defines  "cus¬ 
tomary  initial  percentage  markup’’  so  as 
to  permit  the  markup  to  be  applied  to  the 
cost,  i.e.  purchase  price  actually  paid  by 
the  selling  person  and  to  transportation 
charges  to  be  allocated  to  the  merchan¬ 
dise.  The  “price  actually  paid"  includes 
customs  duties,  surcharges  and  excise 
taxes  levied  by  the  Federal  Government 
on  the  merchandise  which  by  law  are  not 
required  to  be  borne  in  a  specific  amount 
or  ratio  to  price  by  the  ultimate  con¬ 
sumer.  A  retailer  or  wholesaler  may 
apply  his  customary  initial  markup  to 
such  items  whether  he  pays  the  duty, 
surcharge  or  excise  tax  to  another  person 
or  to  the  Federal  Government. 

This  ruling  has  been  approved  by 
the  General  Counsel  of  the  Price 
Commission. 

Dated:  January  13,  1972. 

K.  Martin  Worthy, 
Chief  Counsel, 
Internal  Revenue  Service. 

Approved:  January  13,  1972. 

Samuel  R.  Pierce,  Jr., 

General  Counsel, 

Department  of  the  Treasury. 

[FR  Doc.72-777  Filed  l-17-72;8:53  am] 
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